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IN THE THREE YEARS SINCE IT CAME INTO 
EXISTENCE, THE AUTOMOBILE INDUSTRY IN BRAZIL 
HAS PRODUCED OVER 100,000 VEHICLES 


Executive Group of the 


Automobile Industry 


| 
| 
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| 
| 


| 





tin <a . ‘Trucks, Omnibusses. 


Passenger Cars Made 





President Kubitsehek Has Centered 
Over-All Management Activities 


In an Executive Committee 





This issue of the Brazilian Bulletin features 
the burgeoning automobile industry and the auto- 
motive parts industry whose activities are so vital 
to the growing industrialization of Brazil. No 
where else in the world has the automobile indus- 
try developed as rapidly as it has in Brazil, a 
source of great pride to the Nation. 

Foreseeing the need of a central authority to 
organize and guide its growth, President Kubi- 
tschek appointed some of the top transportation 
and industry executives to a committee known as 
the Executive Group of the Automobile Industry, 
GEIA. 


The Executive Group’s Aims 
The two aims of the Executive Group of the 
Automobile Industry are, in essence, to supply the 
increasing demands of the Nation for vehicles and 
to reduce substantially the disbursement of foreign 


| exchange by substituting domestic production for 


|importation. The degree to which these goals are 


f! achieved is the measure of the success of the 


program. 
In the middle cf last June, GEIA ec mpleted 
three years of activities toward the establishment 


|of the Brazilian automobile industry. Specifically, 


it is striving to establish plants to produce vehicles 
and parts to the end that 170,000 vehicles of 
ninety to ninety-five per cent national manufac- 


| ture will be turned out in 1960. 





Manufacturers’ Tax Exemption 

Manufacturers proposing to build vehicles in 
Brazil submitted their vehicle manufacturing proj- 
ects to GEIA before December 31, 1957. By June 
6 of the current year, under Law No. 2993, dated 
December 6, 1956, the exemption of factory equip- 
ment from import duties expired. This tax exemp- 
tion is one of the significant means used by the 
Government to encourage the rapid nationaliza- 
tion of the automotive industry. It is considered 
probable that before the June date most of the 
equipment needed actually was imvorted. How- 
ever, extension of the exemption for another year 


(Please Turn to Page 2) 
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GEIA Answers 


Catalog of Those Parts of the Automobile 
Which are Already of National Manufacture 


\ nationally produced vehicle is one for which more than 
ninety per cent of its components by weight have been manu- 
factured in the country. Nationalized vehicle parts already 
manufactured in Brazil include the following combinations or 
accessories. The percentage of their contribution to the total 
weight of the vehicle varies, of course, with the type and make 
of the ear. 


mud guards chassis frame wheels 

half axles starter coils 
generator screws window glass 
speedometer upholstery steering wheel 
carburetor tires battery 

eabin or body bumpers tools 

exhaust pipe muffler gasoline tank 
radiator brake drums king pins 
running board hood 


springs and accessories, motor (minimum 60 per cent): cylin- 
der block, connecting rod, pistons, valves. piston rings, eylin- 
der head, gaskets and couplings. 

Scheduled for national production in the latter half of 1959, 
reports on which are awaited in the very near future, are: gear 
box, rear axle, injector pump, distributor and transmission 
shaft. 

The first half of 1960 should see the national production of: 
clutch, steering box and steering rod. 

Scheduled for the second half of 1960 is the national pro- 








duction of: ball bearings, passenger car bodies with large 
panels. 
rth of imported equipment marized the findings for the press 


ing into this industry, equip- in a series of ten questions and 


of domestic origin, local |answers. The data are still fresh; 
rvices, land and construction where there have been changes 
ied at Cr$19,000,000,000 (the these have been usually in the 


valent of US$125,000,000) are direction of surpassing the indus- 


ing added, making a total fixed try’s goals. 
the 


SS 400.000.0000 


vestment In neighborhood of 


I—How many vehicles have been 


produced in Brazil since the 


\fter the results in the auto start of automobile manufac- 
bile industry for the first half turing? 

59 were Known, Sr. Sidney Through June, 1959, some 137,- 

he ecretaryv-general of 508 vehicles have been produced 

( ip of the Aut it the following categories: 

GEIA, im- trucks, 67,850 (49.3 per cent); 





CONSUMPTION OF STEEL PLATES AND RUBBER BY THE 
AUTOMOBILE INDUSTRY 


Steel Plates Rubber (1) Total 
Amount (USS 1,000) Amount (USS 1,000) (USS 1,000) 
(ton (ton) 
1957 6,447 3,675 3.675 
195® 9 267 10.075 14,070 8 O20 18,095 
159 144,015 24,482 23,100 13,167 37,649 
160 218,988 37,227 35,700 20,349 57,576 
ta 122,270 71,784 79,317 15,211 116,995 
re 
60 105,567 17,946 19,829 11,502 29,248 
Part of this raw material will be purchased on the do- 
t market. Data are estimative. Average consump 
n per vehicle was calculated at 210 kilos at the price 
T 


US$ 570.00 per ton. All import requirements in con- 
tire line of manufacture were taken into 


with e1 


Group of the Automobile 


Industry 


Some Vital Questions 











| jeeps, 31,521 (22.3 per cent); 


general utility vehicles, 351,249 
22.7 per cent); and passenger 
cars, 6,888 (5.12 per cent). 


2—How many plants are already 
producing cars and what are 
their names? 

Ten plants are already in pro- 
duction. In addition, Borgward, 
will soon begin operations. Plants 
now producing are: Fabrica Na- 


cional de Motores, Ford Motor 
Company do Brasil, General 
Motors do Brasil, International 


Harvester, Mercedes-Benz do Bra- 
sil, Simea do Brasil, Vemag S.A., 
Volkswagen Brasil, Willys 
Overland do Brasil and Toyota do 
Brasil. 


do 


3—What are the production esti- 
mates for 1959? 

For this year the minimum esti- 
mate is 110,000 vehicles of various 
types. In the first quarter Brazil 
produced 30,535 vehicles, an aver- 


age of 7,638 monthly. On this 
basis the forecast for 1960 may 
be of a minimum production of 


170.000 vehicles. 
1—What is the average percent- 
age of nationalization in the 
ears being manufactured? 
The of 
were foreseen in the basic orders 
issued by GEIA and have been 


stages nationalization 


generally surpassed, with Willys 
jeep reaching the final stage of 
nationalization at the end of June 
of in weight. Origi- 
nally, the for this 
stage of national manufacture to 


95 per cent 


plans called 
be reached only in the second half 
of 1960. The country is, therefore, 
in a_ really notable advance, 
namely more than a year ahead 


of the program. 


5—Which parts are still not of 
national manufacture? 


The most important are these: 
the complete gear box (at present 
only the gears are being manu 
factured in Brazil) ; the rear axle; 
the shaft; the 
pump; the distributor; the clutch; 


transmission feed 
the steering rod; the steering box; 
ball 
bodies requiring large panels. 


bearings; passenger car 


Some of these parts will be in 


the initial stages of production 





|during the second half of 1959. 
| Almost all other parts are being 
produced in Brazil, outstandingly, 
automobile engines, in an advanced 
stage of national manufacture, in 
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the two diesel engine plants of 
Mercedes-Benz and Scania-Vabis 
and in the four gasoline engine 
plants of Willys, Ford, General 
Motors and DKW. (Vemag). 
Manufacture of FNM, Simca and 
Volkswagen engines have been 
scheduled for the half of 


1959. 


second 


6—How much foreign exchange 
is being saved by the present 
national 
hicles? 
This is an over-all 
the question: In the 
period prior to setting up its na- 
industry Bra- 
vehicles and 
US$140,- 


answer to 


tional automobile 
imports of 


about 


zilian 
parts consumed 
000,000 annually. 

Total 
exchange for the whole program 
by 1959-1960 is estimated at ap- 
proximately US$700,000,000. This 
includes the importation of ma- 
chinery and financed 
abroad, the importing of parts still 
not Brazil, for 
example, the steel sheets and the 
the production 
line and even considers the pay- 
ment of profits, royalties and tech- 


expenditure in 


equipment 


produced in 


as, 


rubber used on 


nical assistance fees. 

For the years 1957-1960, during 
which the automobile industry was 
being installed, the average sum 
spent approximates US$120,000,- 
000 in foreign exchange, a figure 
less by US$20,000,000 on average 
than that for the period before 
setting up the program. 

It is necessary to note that of 
the US$700,000,000 mentioned ap- 
proximately US$80,000,000 apply 
to remittances which, if carried 
out, will be in the free market and 
do not constitute an official obli- 
gation. These are remittances of 
profits, royalties and technical as- 
sistance fees. 

7—wWhat 


made thus far in the produe- 


investments hav e been 


tion of automobiles and auto- 
motive parts? 

Up to in- 
vestments authorized were in the 
total of Cr$35,000,000,000. It 
should be noted that GEIA in a 
resolution recommended to the 
Brazilian National Bank for Eco- 
nomic Development only financing 
of Cr$721,000,000 or 
per cent of the total. 


December 31, 1958, 


a mere two 


It may be seen, thereby, that 
official stimulus given this indus- 
try, chiefly if its extraordinary 


promotional effects on the economy 


manufacture of ve- 


five-year | 


foreign 








ALU TOMOBILE INDUSTRY: 





VEHICLES MANUFACTURED 
IN BRAZIL 





MANUFACTURERS 1957 1958 1959 TOTAL | 
(Jan./March) | 
Trucks 
General Motor's 
6,503-X 1,741 7,896 2,629 15,266 1] 
Ford 
F-350 849(*)  — 849 | 
F-600 41,383 7,478 2237 14,098 
Mercedes Benz 
L-312 4,204 y tel i — 6,975 
LP-312 1,298 412 1,710 | 
LP-321 7,156 2,708 9 864 
LP-331 343 180 523 
Q-321-H 291 296 587 
Fabrica Nacional de Motores 
D-11,000 3,200 875 723 7,798 | 
Vemag S/A 
Scania-Vabis riS¢*} 229 44 445 | 
N-184 " 175 23 498 | 
International Harvester 
* aes | 
SUB TOTAL 18,847 30,926 8,840 58,613 | 
Jeeps 
Willys 9,291 13,148 3,501 25,940 | 
DKW-Vemag 1,174 365 1,539 | 
| 
SUB-TOTAL 9,291 14,322 3,866 27,479 | 
Utility Vehicles 
Ford F-100 1,008 3.239 1,569 5,807 
Chevrolet 3104 — 1,452 922 2,374 
DKW-Vemag 1,184 1,642 796 3,622 
Rural-Willys 2,550 2,214 4,764 
Volkswagen Kombi 370 4,818 2,684 7,872 
SUB-TOTAL 2,562 13,692 8,185 24,439 
Passenger Cars 
DKW-Vemag 2,189 459 2,648 
Volkswagen 1,153 1 68 
Simca-Vedette 133 133 
SUB-TOTAL 2,189 1,745 3,934 
GRAND TOTAL 30,700 61,129 22,636 114,465 
(*) Assemblying. 
SOURCE: Technical Department of GEIA. 








are considered, has not been im- 

moderate. The encouragements 

were granted for a fixed term at 

the end of which the privileges 

will cease. 

8—What is production capacity 
in the automotive parts sec- 


tor? 





| 
| 


It is caleulated that there are | 


approximately 1,200 plants which 
constitute the auto parts industry 
of Brazil, the embryo of the na- 
tional automobile industry. The 
parts industry developed in order 
to take care first of the replace- 
ment market, expanding then as 
a supplier of the first vehicle as- 
sembly plants in the country. 

In order to gauge its importance, 
it need only be said that on the 
launching of the GEIA program 
in December, 1956, investments in 
the various auto parts firms were 
estimated at US$117,100,000 
while investments on the same day 
for vehicle assembly plants came 








only to US$90,500,000. 

It seems clear, then, that just 
the opposite of what happened in 
the United States and in Europe 
is taking place in the automobile 
manufacturing industry now get- 
under way in the country. 
The new industry found a flour- 
ishing auto parts production in 
full development waiting for it, 
and the auto parts industry has 
been the result, preponderantly, of 


ting 


the effort of local Brazilian 
capital. 

The administration not only 
recognized such a situation but 
indeed through GEIA has been 


seeking to maintain it in its gen- 
eral outline. Therefore, while 
automobile manufacture, properly 
so called, since it requires much 
larger and more liquid capital, is 
a sector in which foreign capital 
predominates, in the auto parts 
capital which 


sector it is local 


leads. 


ithan the 





|| 000,000 as 


When the goal set by the ad- 
ministration will be achieved in 
1960, the investments in the auto 
parts industry will continue to be, 


| just as they are today, according 
| to 


the GEIA forecast, greater 
applied for 
manufacture of vehicles — 
approximately US$400,- 


US$300,000,- 


resources 
the 
namely 
against 


000 in automobile manufacture. 
| The importation of equipment 


for automotive parts production 
has enriched not only the auto- 
mobile industry but all industry 
generally speaking in such vital 
areas as forges, foundries, 
chinings stamping and 
ing, which will become machine 
tools, producing parts of universal 
use like screws, springs 


ma- 
tempe? 


valves, 





icoils, tools and a host of other 
| items enumeration would 
be burdensome. 

Furthermore the domestic mar- 
ket for machinery of all types has 
expanded considerably, thus giv- 
ing rise to encouraging prospects 
for this industry, which in fact 
is already flourishing in Brazil. 


whose 





Many presses, lathes, machine 
tools, electric motors, overhead 
traveling cranes and the like 


| stipulated in the program for the 
| establishment of the automobile 
|industry are currently being man- 
lufactured in Brazil. Replacement 
|of a considerable part of imported 
| machinery will most assuredly be 
|taken care of by domestic manu- 
facture. 
| 9—Will the domestic market be 
able to absorb the whole pro- 
| duction planned for 1960? 
| The industry goal for 1960 is 
}about 170,000 vehicles. This year 
| Brazil will attain a production of 
}110,000, among them heavy and 
|medium trucks, omnibuses, jeeps, 
|station-wagon type 
trucks and passenger cars. GEIA 


cars, dump 
based its approval of these proj- 
ects on the philosophy of free en 
terprise, admitting those who ful- 
filled the requirements of the rules 
iw hich comprise the national auto- 
|mobile plans and taking into ac- 
count financial and 
nomic .aspects, as, for example, the 


certain eco- 
exchange burden, the pressures on 
the banking system, the participa- 
tion of domestic capital, and so 
forth. 

There are some feel 
GEIA has approved too many proj- 
ects and who doubt the capacity 
of the market to absorb the pro- 
duction. However, rigorous selec- 
(See Page 6) 
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EXCHANGE EXPENDITURES COMMITMENTS 
CONNECTED WITH THE ESTABLISHMENT 
OF THE AUTOMOBILE INDUSTRY IN BRAZIL 

1957-1963 


Machinery and 


imports of parts 
and accessories 


equipment fi- not yet manufac- Total 
YEARS nanced abroad tured in Brazil (1) 
4 10 
2 
; 0] 110 
0 st 96 
yt } 14 
4 st) 
TOTAT 100 110 10 
4 
YT Ht 72.4 
! whict I ire 
( \ e Ine ! GEIA 
t com! te with per cent, 
ree that is, with the It is obvious that these re- 
ment of its own profits |sources cannot all come from the 
ng with some small additions | commercial banking system, whose 


m the commercial banking sys 


ind 1n a very Incipient 


from finance 
recent 

ental 
itely Cr$30,000,000,0 


be 


cl 
Will 


ary within two years In o 


for the te 


twenty-four 
nt of 


nee ales 


payme 


groups. 


estimates, 


rm 


way of 
Ac- 


com 


vy resources of approxi- 


00 to 
neces- 
rder to 
of 
months 
thirty 


function it is to finance sales over 


a term of not more than six 
months nor can it come from the 
plowing back of profits. 

The industry will have to or- 
ganize the mobilization of popu- 
lar savings to get additional re- 
sources which it needs in order to 
finance its sales. This is a task 


which falls mainly to private ini- 


tiative, it remaining to the govern- 


| tioning 





ment only to create conditions 
which might make such a mobili- 
zation Thus, SUMOC, 
the Superintendency of Currency 
Credit, 


registration 


effective. 


and has been regulating 
the of 


credit and finance groups. 


investment, 


Financing groups already func- 
and growing in recent 
years are bound to receive a new 
stimulus to expand their activi- 
and undertake the very im- 
portant the 


of the Nation’s automobile indus- 


ties, 
job in development 


'try. This is by no means an insolu- 


ble problem, though admittedly 
difficult. It 


and time to organize methods of 


requires imagination 
procedure. 
the 


au- 


However, to implement 


transition phase, monetary 


thorities will certainly be disposed 


to examine each case and work 
out a solution which will assure 
the continuity of the production 


process of the domestic automobile 


industry. 


Achievements 


Other than the actual vehicles 


manufactured, the 
of the automobile industry of Bra 


achievements 


zil, as seen by GEIA, are: 
1) it has attracted foreign capi- 
tal and technique; 


2) it has mobilized considerable 


resources in national cur- 
rency for long-term invest 
ments; 

3) it is preparing its’ labor 


policy within efficient stand- 





General Motors Manufactures in Brazilian Plants 





the trucks pictured above illustrate the commercial vehicle which General Motors is manufacturing in 


nt at Sao José dos Campos, State of Sao Paulo. The company has an assembly plant in Sao Caetano 
sul. alse in the State of Sao Paulo, which it has operated for many years. Since 1957 this Brazilian 
firm has produced over 15,000 vehicles. The model shown above is known as “expresso de aco.” 
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CURRENCY EXPENDITURE DURING 1957-1960 
IN CARRYING OUT THE PROGRAM FOR 
ESTABLISHING THE AUTOMOBILE INDUSTRY 


Unit: US$ 1,000,000 
Begin- Annual 








1957 ning Aver- 
and in age 
Total 1958 1959 1960 1961 1957 60 
Machinery and equip 
ment financed abroad 100 11 9 77 7 
’ Imports of parts and 
accessories not yet 
manufactured in Brazil 110 72 94 101 145 66.7 
Total consumption by 
the automobile industry 
of steel plates 71 10 24 37 17.9 
i. Consumption of rubber 
in vehicle production 45 12 13 20 11.5 
Remittance of profits, 
royalties and technical 
assistance connected 
with the manufacture 
of vehicles and auto- 
mobile parts 8] 10 17 54 20.2 
TOTAL 707 107 15 221 220 121.8 
Note: Remittance related to items 1, 2, 3 and 4 are made at the 


actual official market rate; remittances of items 5 are effected 
at the free market rate. 
Executive Group of the Automobile Industry (GEIA 


source: 








ards comparable with those | and raw materials. 
of the most important indus- Funds for these purposes are 
trialized countries at an in- | now being obtained from reinvest- 
creasingly rapid pace; ment of profits. Another important 


1) it has solved the problem of |S°urce of such funds and, per- 


steel plate shortages by im-|haps, up to now, the largest 


source, is financing from abroad, 
chiefly from the parent companies. 
These loans are usually for twelve 
to thirty-six months for the im- 
portation of parts to supplement 


ports financed abroad over a 
three-year period through the 
Companhia Siderurgica Na- 
cional which makes _ steel 
plates available on the Bra- 
zilian market at prices below those manufactured domestically. 
the going rate; Financing Dilemma 
5) it is taking steps toward an At the 

identical solution of the rub- 


ber problem. 


rate that vehicles are 
being manufactured in Brazil, 


however, these resources. will 


Two Problems | prove insufficient, and indications 
|are that domestic financing is not 


At this point, with the knowl- financing. In 


edge that the 
bile industry is definitely 


‘ - lreplacing foreign 
razlll aut )- : R ‘ Pa 
: aan omMoO-| other words, nationalization of fi- 
nancing is not keeping up with 


launched, the executives of the ‘ ‘ . ‘ 
5s nationalization of vehicles. 

industry and the governmental au- re ae 
thorities charged with these re- This insufficiency of the Bra- 
ears . zilian credit market is caused in 
sponsibilities are faced with two : ; , : 
part by the inexistence of insti- 

problems: aes 
; tutions, like the acceptance cor- 

1) the financing of sales of 


; _ |porations, granting medium-term 
vehicles, parts and stocking 


: ; credit. The Superintendency of 
of parts and raw materials; | : é ; : 
: ] é Credit and Currency is making 
2) a reduction in the selling ; ; 
; : |efforts to correct this lack by pre- 
prices of vehicles. ; : i ; 
paring regulations for financing 
According to official estimates, |companies on a safe basis. 
a sum in the neighborhood of 
— Some of 
Cr $45,000,000,000 will be needed 
to finance the turnover of this 
industry, this amount to include 
medium-term financing for the | 


PP 
sale of vehicles and short-term | interest 


these establishments 
| now being organized are begin- 
ining to obtain private capital by 
subscription to bonds with fixed 


based on _ anticipated 











Jeeps Are Everywhere in Brazil 





One of the most common vehicles in all Brazil today is the compact 
and serviceable jeep. In the large cities it is frequently painted a 
bright color and used for a combination of commercial and pleasure 
purposes. In the North and in the West, where road conditions are still 
very rugged, the sturdy four-wheel drive jeep comes into its own. It 
not only helps people get around but does the backbreaking trans- 
portation chores that are speeding up economic development. The jeeps 
shown here are taxis waiting in front of the Pérto Velho Hotel in the 
capital of the territory of Rondonia in Brazil’s practically untouched 


Far West. 





than the legal twelve per cent. The {counting commercial bills repre- 

automobile industry can use funds | senting actual production. 
Experts evaluate the establish- 

ment of the automobile industry as 


from this source only at longer 
terms. 

|a success, but believe problems 

Role Aimed for Banks 

It is the opinion of the directors | tion program leading to improve- 

of GEIA that it is up to the offi- | ments in the areas of credit, ex- 

cial commercial banks to effect|change and fiscal and technical 


| arising from it call for a reforma- 


financing at short term by dis- | education. 





Ford Castin g Furnace 





The Ford installations at Osasco, State of Sao Paulo, occupy a land 
area of 110,000 square meters and turn out the popular Ford vehicles. 
The photograph shows the induction casting furnace of the plant, 


: : . bie ; | which has an annual capacity of 30,000 light, medium and heavy V-8 
financing for the stocking of parts | profits, permitting a higher return | 


automobile motors. Stamping operations are also carried on here. 
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IN BRAZILIAN T RADE. 


ed the following inquiries from businessmen in Brazil, who desire to export or import 


received and no representation is made 


shed as 


airect fo these firms, via airma is wel is 


this office, at d 


as to standings of listed firms. We 


51 Fifth Avenue, New York 17,N.Y 








“TRADE OPPORTUNITIES” 
for American firms 


The Brazilian Government Trade Bureau also accepts adver- 
tisements from U.S. firms wishing to reach interested parties 
in Brazil in its weekly *“BOLETIM AMERICANO”, in Portu- 
guese, widely distributed in Brazil. U.S. firms wishing to import 
Brazilian products and desiring to use these facilities are 
Brazilian Government Trade Bureau, 551 




















IN CAR invited to write to: 
Fifth Avenue, New York, New York. 
| SISAL ROPE, CABLES, & RUGS SHRIMP & PRESERVED FRUIT FAC- 
RS S TORY } 
PIASSAVA, SKINS, COFFEE | oe : — 
M LAND NEAR BRASILIA T 
| | tan 
| LAND & REAL ESTATE 
| RANCH IN BAHIA 
REPRESENTATIVES 
RANCH IN MINAS GERAIS 
Al 
AND IN MATO GROSSO 
| 
N MATO GROSSO 
N MATO GROSSO 





MISCELLANEOUS | 
TRAVEL AGENCY FOR SOUTH 
AMERICA 





MAGAZINE ON HARBORS AND 
SHIPS 





BUSINESS SERVICES 





4 
CONTROLLERS & SUPERINTEND-  § 
ENTS 
; 
BRAZILIAN TRADE NEWS" — Th» 
PUBLICITY 
will be accepted for pk f 





PERSONNEL Wanted 








